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1 6 June 1975 


caftD Bjjtragtioa Ho» 8 


SUBJECT: Surveys and (elatlcnship with Cost Accounting Standards 


1, The atta&yi survey foam* No, 3771 dated April 1975s lias been designed 
to conform with dir closure statements required by the Cost Accounting Standards 
Board under Public Jkar 91-379» At the present time, each company which together 
with its sub* idle. ‘ie* received, net awards of negotiated contracts during either 
of Federal Fisea* Tears 1972 or 1973 'totaling more than $10 million (originally 
$30 million), ari is entering into a negotiated contract in excess of $100,000, 
is required to file a disclosure statement, (The Board has proposed that ef- 
fective 1 July 1975 soy company, including subsidiaries, that has received 
negotiated ns 4. coal defense prime contracts subject to Cost Accounting Standards 
totaling wear than $10 million in Federal Fiscal Years 197$ O* 1979 be required 
to submit a li sc lo i nre statement, ) Xa toe event the entity being surveyed has 
completed *am CASB-D6-1 (Disclosure Statement), a copy, if not previously 
fttsnltoed to the Agency, should be secured Stem the contractor. Page 1 through 

$. (Basic jfcf carnation), of toe attached will be completed by the auditor but 
Iharta I torougb VIII will be .replaced by the contractor’s completed Form 
CABB-D91* dll pertinent ports of toe attached, survey farm will be completed 
by tbs auditor for those companies not required to file a disclosure statement 
and w$to whom we are entering into a negotiated contract in excess of $100, 000* 

• y 

2, The completed survey forms are to be used tor tbs purpose of determining 
l W 4..t*.Tiy wither a prospective Agency contractor has an acceptable coot ao 
ywyfeiifiy system for ready determlnatica of contract costs. Additionally it will 
b» used ott rfdbseqpssb audits to ensure consistent cost treatment in toe prepa- 
ration of -uopcsais sad aoeuanlatlon of actual costs, consistent applicatlcn on 
Agency ccstracts with other Oovc m aa m t contracts, sad also to determine whether 
the ecotrrntor'c system has complied with duly prcmalgatcd Cost Accounting 
Standards* 

3„ Ubtil January 1975 Cost Accounting Standards were applicable to all 
aegcrt&tod. contrasts In excess of $100,000 (not only to those contractors too 
we squired to file disci enure statements), unless specifically exempt by the 
Cost tfttcuatiag Standard, Effective l January 1975, toe CASB has changed the 
threefold level of oentrseta subject to Cost Accounting Standards from $100,000 
to /500,000* After * contractor receives one $500,000 contract ell subsequent 
extracts over $100,000 will also be subject to Cost Accounting standards. 

%• She aaditoors are expected to become familiar with Cost Accounting 
Standards ns tbsy sera poronxlgated, review contractor's practices and advise 
tone if net in compliance. Folloir up will be made to ensure compliance and/or 
fnwwrtlstlin fat adjuatmamt to contract price for failure to comply or to 
follow consistently cost accounting practices in pricing proposals and in ac- 
*1—1 sting and reporting ooutraot performance data, 

5, Sedate 

on tm, 


CM Ititt 


CAB $03 


tom following Cost Accounting Standards have been Issued: 

• Consistency in Sstimstieg, Accumulating, and Reporting 
Costs • effective 7/01/72 - no exempt iocs. 

- Consistsncy in Alloeating Costs Incurred tor the Same 
Purpose • effective 7/01/72 - no exemptions, 

- Allocation of base Office Expenses to Segments - 
effective 7/01/73 (to be followed by each contractor 
as of toe beginning of his next fiscal year after 

9 / 30 / 73 ) Exemption - those contractors too are not 
required to submit disclosure statements. 
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CBftD Snetractlon So. 8 (Cmtinued) 


BOBJECft Su r vey s and RelitfeioDubip with Cost Accounting Standards 


CAS 404 - Cspitallmtiae. of Tangible Assets . effective 7/01/73 
(AppUeable to accrued expenditures for acquisian of 
tangible capital assets during the contractor's next 
fiscal year beginning on or after 10/01/73. ) - no 
exemptions. 

GAS 405 - Accounting: fear Unallowable Costs - Effective 4/01/74 - 
no oxenptia&a,, 

CAS 4o6 - Cost Accounting Periods - effective 7/01/74 - no 

CAB 407 • Use of Standard Costs for Direct Material and Direct 
Labor - effective 10/01/74- - no exemptions. 

CAS 408 • Accounting for Costs of Compensated Personal Absence - 
effective 7/01/75 - no exemptions. 


GAB 40J> * Depreciation of fungible Capital Assets - effective 
7/01/75 - does net apply where compensation for the 
use of tangible capital assets is based cn use al- 
lowanots as provided for by the provision of FMC-73-8 
(cost principles for Educational Instufcioas); FMC- 74-4 
(pri n ci p les for determining costs applicable to greats 
and contract* with state aid local governments } „ «r 
other ap pr opr i ate federal Sfcocurewent Regulations. 
(Although the effective date is 7/01/75 the Senate 
WBcotittN la currently lavestinatlaft to dotoxnlso 
whether the Standard imposes such an unreasonable 
harden on industry that it is inconsistent with 
Setloaal Economic Policy and sound procurements 
objectives.) 

Proposed CAB 4l0 - Allocation of Business Unit General and 

Administrative Expense to cost Objectives. 

Proposed CAS 4ll - Accounting for Acquisition Costs of 
Materials. 
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6. Auditors are expected to prepare form Mo. 3771 (or secure a copy of Foam 
0ABB-Dft-l s if not already in our files) on those eentrentors with whom we have a 
dollar vobuee of business, on their next visit. 


Chief 

Ceemereial Systems and Audit Division 


STAT 



